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Report  Summary 


Department  of  Justice 


This  report  documents  the  results  of  our  financial-compliance  audit 
of  the  Department  of  Justice  for  the  two  fiscal  years  ended  June  30, 
1999.  We  issued  a  qualified  opinion  on  the  financial  schedules 
contained  in  this  report.  We  qualified  our  opinion  because  the 
department  recorded  the  initial  ARCO  settlement  as  property  held  in 
trust  instead  of  settlement  revenue.  Therefore,  revenue  is 
understated  by  $15  million  on  the  financial  schedules  for  fiscal  year 
1997-98.   This  means  the  reader  should  use  caution  when  relying  on 
the  presented  financial  information  and  the  supporting  data  on  the 
Statewide  Budgeting  and  Accounting  System  for  the  Namral 
Resource  Damage  Litigation  Program. 


The  previous  audit  report  contained  four  recommendations.  The 
department  has  implemented  three  and  partially  implemented  one 
recommendation.  This  report  contains  three  recommendations  to 
the  department  concerning  lack  of  controls  in  motor  vehicle  records, 
timely  deposits,  and  amending  or  repealing  state  laws  related  to  the 
D.A.R.E.  Program  and  the  crime  victims  compensation  funding. 
There  are  also  disclosure  issues  related  to  fees  commensurate  with 
costs  in  the  department's  Internal  Service  Funds  and  the  increasing 
fund  balance  in  the  highway  patrol  retirement  account. 

The  listing  below  serves  as  a  means  of  summarizing  the 
recommendations  contained  in  the  report,  the  department's  responses 
thereto,  and  a  reference  to  the  supporting  comments. 


Recommendation  #1 


We  recommend  the  department  implement  a  monitoring 
process  to  ensure  internal  controls  are  followed  in  the 
Motor  Vehicle  Records  Section 
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Department  Response:  Concur.  See  page  B-4. 


Recommendation  #2 


We  recommend  the  department's  Title  and  Registration 
Bureau  deposit  money  in  accordance  with  the  state  law. 
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Department  Response:  Concur.  See  page  B-4. 
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Recommendation  #3 


We  recommend  the  department: 
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A.    Work  with  legislative  staff  and  the  Department 
of  Revenue  to  remove  sections  15-30-158 
through  15-30-160  and  44-2-701  through 
44-2-705,  MCA,  related  to  the  D.A.R.E.  Program. 


B.  Seek  legislation  to  revise  or  eliminate  section 
53-9-109,  MCA,  related  to  the  Crime  Victims 
Compensation  and  Assistance  Program 
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Department  Response:  Concur.  See  page  B-5. 
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Introduction 


We  performed  a  financial-compliance  audit  of  the  Department  of 
Justice  (department)  for  fiscal  years  1997-98  and  1998-99.   The 
objectives  of  the  audit  were  to: 

1 .  Determine  if  the  department  complied  with  applicable  state  and 
federal  laws  and  regulations. 

2.  Identify  areas  for  improvement  in  the  internal  and  management 
controls  of  the  department. 

3.  Determine  if  the  department's  financial  schedules  present 
fairly,  in  accordance  with  state  accounting  policy,  the  results 
of  its  operations  for  the  two  fiscal  years  ended  June  30,  1999. 

4.  Determine  implementation  status  of  prior  audit  recommen- 
dations. 

In  accordance  with  section  5-13-307,  MCA,  we  analyzed  and  dis- 
closed the  costs,  if  significant,  of  implementing  the  recom- 
mendations made  in  this  report. 


Background 


As  required  by  section  17-8-101(6),  MCA,  we  analyzed  the  rates 
charged  and  fund  equity  in  the  department's  Internal  Service  Funds. 
Our  fmdings  in  this  area  are  presented  beginning  on  page  15. 

Areas  of  concern  deemed  not  to  have  a  significant  effect  on  the 
successful  operations  of  the  department  are  not  specifically  included 
"  this  report,  but  have  been  discussed  with  management. 


in 


The  department  was  created  on  September  1,  1972,  through  the 
Executive  Reorganization  Act  of  1971.  The  Attorney  General,  who 
is  elected  to  serve  a  four-year  term,  heads  the  department.   The 
department's  primary  functions  are  to  provide  effective  statewide 
law  enforcement,  legal  services,  and  public  safety. 


In  the  same  Executive  Reorganization  Act  that  created  the  Depart- 
ment of  Justice,  the  Board  of  Crime  Control  (board)  was  attached  to 
the  department  for  administrative  purposes.  The  board  is  composed 
of  18  members  appointed  by  the  Governor  and  confirmed  by  the 
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Senate.  The  staff  hired  by  the  board  operates  as  part  of  the 
department  and  these  operations  are  presented  in  the  department's 
financial  schedules  as  the  Justice  System  Support  Service  Program. 
The  department's  divisions  are  described  below. 

Legal  Services  -  provides  legal  research  and  analysis  for  the 
Attorney  General;  legal  counsel  for  state  government  and  state 
officials,  bureaus,  and  boards;  legal  assistance  to  local  governments; 
legal  assistance,  training,  and  support  for  county  prosecutors;  and 
legal  advice  and  support  for  all  state  agencies.   Included  in  this 
division  is  the  Natural  Resource  Damage  Litigation  Program  which 
was  created  for  the  purpose  of  conducting  litigation  over  claims 
arising  from  damages  to  natural  resources  in  the  Clark  Fork  River 
Basin  between  Butte  and  Milltown.   Also  included  is  the 
Bankruptcy/Collection  Unit  which  collects  money  due  the  state,  with 
emphasis  on  bankruptcy  cases. 

Gambling  Control  -  licenses  and  regulates  gambling  activities  and 
enforces  gambling  laws  in  the  state  of  Montana.  The  division 
collects  license  fees,  collects  and  distributes  gambling  taxes,  and 
investigates  functions  relating  to  alcoholic  beverage  licensing  and 
tobacco  enforcement. 

Motor  Vehicle  -  provides  for  vehicle  registration  and  driver  licens- 
ing. This  division  includes  the  Title  and  Registration  Bureau  in 
Deer  Lodge. 

Highway  Patrol  -  patrols  the  highways  and  is  responsible  for 
accident  investigation,  motorist  assistance,  auto  theft  investigation, 
vehicle  inspection,  and  enforcement  of  commercial  vehicle  regula- 
tions and  general  traffic  laws. 

Criminal  Investigation  -  assists  law  enforcement  agencies  and 
promotes  enforcement  cooperation  between  federal,  state,  county, 
and  city  agencies  through  its  investigative  work. 

Law  Enforcement  Academy  -  provides  a  professional  education  and 
training  program  in  criminal  justice  for  Montana  law  enforcement 
officers  and  other  criminal  justice  personnel.  The  academy  funds 
some  classes  through  contracts  between  the  vendors  and  students. 

Central  Services  -  provides  centralized  accounting,  administrative, 
budgetary,  personnel,  payroll,  and  fiscal  support  for  the  department. 
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Recent  Legislation 
Related  to  Motor 
Vehicle  Registration 


The  division  also  oversees  the  County  Attorney  Payroll  Program 
and  the  Extradition  and  Transportation  of  Prisoners  Program. 

Justice  Information  System  -  provides  the  department  with  auto- 
mated data  processing  and  law  enforcement  telecommunication 
capabilities. 

Forensic  Science  -  performs  scientific  analyses  of  evidence 
submitted  by  law  enforcement  officials,  coroners,  and  state 
agencies;  promotes  forensic  science  training  and  scientific  criminal 
investigations  in  the  state  and  manages  a  statewide  system  of  death 
investigations. 

Crime  Control  -  prepares  and  implements  an  annual  plan  for 
strengthening  Montana's  criminal  and  juvenile  justice  systems.  The 
division  provides  support  services  to  criminal  justice  agencies  such 
as  peace  officer  certification,  data  collection,  and  research.  The 
division  is  also  responsible  for  the  administration  of  various  state 
and  federal  programs  to  help  reduce  crime  and  compensate  its 
victims. 

The  department  administers  the  registration  and  titling  of  motor 
vehicles.  The  1999  Legislative  Session  enacted  two  measures 
revising  the  taxation  of  vehicles  classified  as  one  ton  or  less. 


Chapter  180,  Laws  of  1999,  reduced  the  tax  rate  on  light  vehicles 
from  2  percent  to  1 .4  percent  in  calendar  year  2000  and  established 
a  procedure  for  indexing  this  rate  in  future  years.   Department 
officials  estimate  programming  costs  of  $5,500  plus  $1,200  annually 
for  additional  computer  reports.  There  would  also  be  additional 
costs  of  approximately  $3,000  for  training  and  information 
distribution  associated  with  implementing  Chapter  180. 

Chapter  515,  Laws  of  1999,  approved  a  plan  to  replace  the  light 
vehicle  and  new  car  sales  tax  with  an  annual  fee,  to  allow  multi-year 
licensing,  and  to  place  the  proposal  on  the  November  2000  ballot. 
Officials  project  implementation  costs  for  Chapter  515  will  be 
approximately  $279,000  for  programming  and  training  needs. 
Regardless  of  the  outcome  of  the  vote,  the  department  will  spend 
approximately  $140,000  in  order  to  ensure  January  1,  2001, 
implementation  if  die  measure  is  approved. 
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Settlements  Handled  by 
the  Department 


Natural  Resource  Damage 
Litigation  Program 


The  Natural  Resource  Damage  Litigation  Program,  which  is 
administratively  attached  to  the  department,  oversees  the 
environmental  remediation  litigation  in  the  Clark  Fork  River  Basin. 
The  expenses  of  the  suit  were  funded  with  money  loaned  from  the 
Coal  Tax  Trust  Fund  by  the  state's  Board  of  Investments.   On 
June  26,  1998,  the  department  received  $15  million  from  ARCO  for 
administrative  and  legal  costs  associated  with  the  litigation.  The 
department  worked  with  the  Department  of  Administration  in 
recording  the  initial  receipt  of  money.   Since  the  original  consent 
decree  had  a  90-day  comment  period,  the  department  recorded  the 
money  as  property  held  in  trust  in  the  Special  Revenue  Fund  in 
fiscal  year  1997-98.   However,  after  we  reviewed  legal 
documentation  it  was  determined  the  $15  million  was  the  property 
of  the  state  of  Montana  upon  receipt,  and  should  have  been  recorded 
as  revenue  in  fiscal  year  1997-98.  We  qualified  our  audit  opinion 
on  the  financial  schedules  for  fiscal  1997-98  because  revenue  is 
understated  by  $15  million.  The  department  corrected  the  state's 
accounting  records  in  fiscal  year  1998-99  and  made  the  following 
distributions: 


$12,265,971  Repayment  of  moneys  loaned  by  the  Board  of 

Investments 

$   1,867,998  Transfer  to  the  General  Fund 

$      531,278  Transfer  to  Fish,  Wildlife  and  Parks 

$      457,058  Transfer  to  the  Upper  Clark  Fork  River  Basin 

restoration  account. 

In  July  1999,  the  department  received  an  additional  $151  million 
settlement  to  be  used  for  environmental  remediation  work.   Of  this 
amount,  approximately  $22  million  was  transferred  to  the 
Department  of  Environmental  Quality.  The  state  has  an  outstanding 
claim  against  ARCO  for  an  additional  $180  million  which  has  not 
been  resolved.  The  Natural  Resource  Damage  Litigation  Program 
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administers  environmental  remediation  contracts  to  assure  the  terms 
of  the  settlement  are  followed. 


Tobacco  Settlement  The  state  of  Montana  could  receive  an  estimated  $920  million  over 

25  years  as  party  to  a  settlement  agreement  with  seven  tobacco 
companies.  The  total  amount  of  tobacco  settlement  funds  available 
will  be  affected  by  a  number  of  adjustments,  including  inflation, 
sales  volume  changes,  and  potential  excise  taxes  contained  in  the 
master  settlement  agreement.  The  state  of  Montana  received  two 
settlement  payments  totaling  $19.6  million  in  fiscal  year  1999-2000. 
Ongoing  annual  payments  begin  in  April  2000  and  continue  through 
2025.  The  state  will  continue  to  receive  settlement  payments  as 
long  as  tobacco  is  sold  in  Montana.  The  settlement  may  be  used  at 
the  discretion  of  the  legislature. 
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Prior  Audit  Recommendations 


Prior  Audit  ^^^  office  performed  the  department's  financial-compliance  audit 

Recommendations  for  the  two  fiscal  years  ended  June  30,  1997.  The  report  contained 

four  recommendations  still  applicable  to  the  department.  The 
department  implemented  three  and  partially  implemented  one.  The 
recommendation  partially  implemented  relates  to  the  legal 
requirements  to  adopt  rules  for  mail-in  vehicle  registration.  In  the 
prior  audit  we  recommended  the  department  adopt  rules  or  seek 
legislation  to  amend  the  law.   In  its  response  to  our  prior  audit,  the 
department  concurred  with  the  recommendation  to  adopt  rules. 
However,  during  the  rule  making  process  the  department  decided  it 
was  more  appropriate  to  change  the  law  than  to  adopt  rules.   Since 
the  department  is  planning  to  seek  legislation  to  amend  the  law  we 
make  no  further  recommendation  at  this  time. 
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Findings  and  Recommendations 


Internal  Controls  Related  In  accordance  with  section  5-13-309(3),  MCA,  department 

to  Motor  Vehicle  Records  management  notified  the  Attorney  General  and  our  office  of  the 

possibility  of  theft  of  cash  occurring  in  the  Records  and  Driver 
Control  Bureau,  Motor  Vehicle  Records  (MVR)  Section.   We 
participated  in  a  review  of  records  and  found  poor  operating 
procedures  and  lack  of  controls  and  supervision.   Department 
management  had  established  procedures  and  controls  for  the  MVR 
Section;  however,  these  controls  and  procedures  are  not  being 
followed  by  department  staff. 

The  MVR  Section  charges  $4.00  for  a  copy  of  a  driving  record 
unless  the  request  is  from  another  state  agency  or  branch  of 
government;  then  the  record  is  free.   During  our  review  of  several 
days'  transactions  for  the  MVR  Section,  we  noted  the  following: 

►  The  department  uses  a  daily  check  log  to  track  all  checks 
received.  The  check  log  is  support  for  the  daily  deposit  given 
to  centralized  services.   We  could  not  tie  the  check  log  to  the 
end-of-day  report,  which  is  a  computerized  report  showing  all 
activity  in  the  MVR  Section  for  die  day.  There  is  no 
reconciliation  between  the  check  log,  daily  deposit,  and  the 
end-of-day  report.  Without  a  reconciliation  there  is  no  way  to 
determine  if  the  proper  amount  of  money  was  deposited. 

►  When  someone  requests  multiple  driving  records,  they  provide 
a  list  of  names  to  the  MVR  Section  along  with  the  proper  fees. 
If  all  requests  cannot  be  completed  in  the  same  day,  the  MVR 
staff  complete  the  requests  the  next  day  and  mark  the  end-of- 
day  report  for  that  day  as  prepaid,  since  the  payment  was 
recorded  in  the  prior  day.   However,  we  found  that  the  MVR 
staff  also  use  the  prepaid  stanis  for  requests  completed  the 
same  day.  We  could  not  reconcile  the  prepaid  requests  to  any 
daily  deposit  since  the  prepaid  stams  was  incorrectly  used. 

►  Some  of  the  agencies  requesting  multiple  driving  records  are 
state  agencies  and  are  not  required  to  pay  a  fee.   When  the 
multiple  requests  are  complete  the  original  list  is  sent  back  to 
the  agency  along  with  the  driving  records.  Since  the  original 
list  is  returned  to  the  agency  we  could  not  verify  which  records 
should  be  free.   In  our  review  of  the  records  marked  as  "free  " 
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we  found  several  requests  that  should  not  have  been  free  since 
the  requestor  was  not  a  state  agency  or  local  government. 

►  The  MVR  staff  is  supposed  to  use  a  prenumbered  cash  receipt 
whenever  someone  walks  in  the  office,  requests  a  driving 
record,  and  pays  with  cash  or  check.  We  found  the  receipts 
were  not  being  used  consistently  and  not  properly  filled  out. 
We  found  one  receipt  marked  as  owes  $4.00.  When  asked 
about  the  billing  process,  MVR  staff  said  they  will  bill  a 
customer  in  some  cases  but  there  is  no  monitoring  of  the 
accounts  receivable. 

►  We  could  not  determine  which  staff  had  processed  various 
records  throughout  the  day,  since  staff  shared  computer 
access.  When  someone  went  to  lunch  or  break  they  did  not 
always  log  off  the  computer,  which  allowed  other  staff  to 
process  transactions  under  the  same  computer  ID  number. 

Since  the  accounting  records  were  inconsistent  and  established 
internal  controls  were  circumvented  or  ignored,  we  could  not  prove 
a  theft  of  cash  had  occurred  and  cannot  project  the  amount  of  cash 
that  may  be  missing.  In  accordance  with  section  5-13-304(4), 
MCA,  we  referred  this  issue  to  the  Attorney  General  and  the 
Governor.  The  department  completed  an  investigation  but  the  case 
was  closed  for  lack  of  evidence. 

The  department  should  ensure  the  established  procedures  and 
controls  related  to  the  motor  vehicle  driving  records  are  followed. 
This  could  be  accomplished  through  periodic  supervisory  reviews  of 
actual  procedures  as  compared  to  established  procedures  and 
random  audits  of  the  day's  activities. 

Recommendation  #1 

We  recommend  the  department  implement  a  monitoring 
process  to  ensure  internal  controls  are  followed  in  the 
Motor  Vehicle  Records  Section. 
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Timelv  Deoosits  ^^  ^^^'^  ^^^  Registration  Bureau  (bureau)  processes  vehicle  title 

transfers  and  duplicate  title  requests  and  does  other  related  activity. 
The  majority  of  these  requests  and  related  fees  are  received  and 
logged  by  the  mail  clerks.   The  department's  mainframe  computer 
application  limits  the  number  of  transactions  the  mail  clerks  can  log 
each  day  to  nine  ledger  pages.   Any  activity  in  excess  of  nine  pages 
is  logged  on  the  next  day's  ledger  and  money  is  not  deposited  until 
the  following  day.   Each  Monday  and  Tuesday  the  bureau  has 
approximately  three  to  four  pages  of  transactions  that  are  not  logged 
on  a  ledger  and  money  is  not  deposited  that  day.   Management 
estimates  there  are  approximately  30  to  35  transactions  and  $200  to 
$300  on  each  ledger  page.  This  can  amount  to  between  $1,200  and 
$2,400  each  week  that  is  not  deposited  in  a  timely  manner. 

Montana  Code  Annotated  section  17-6-105(6)  states:   "Except  as 
otherwise  provided  by  law,  all  money  .  .  .  received  by  a  state 
agency  or  institution  must  be  deposited  either  with  the  state 
treasurer  or  in  a  depository  approved  by  the  state  treasurer  each  day 
when  .  .  .  total  collections  exceed  $500. " 

Bureau  management  is  aware  that  deposits  have  not  been  timely  for 
several  years.  However,  the  computer  system  used  by  the  bureau 
can  only  accept  one  numeric  character  for  page  number  input, 
limiting  to  nine  the  number  of  ledger  pages  processed  each  day. 
Department  management  stated  if  they  can  easily  change  the  input 
field  to  an  alphanumeric  instead  of  numeric  they  could  ensure 
deposits  are  timely.   Department  management  said  most  changes  to 
the  current  system  are  very  difficult  to  make  because  the  current 
system  is  old  and  very  awkward.   If  the  change  is  not  easy  to  fix  the 
change  will  have  to  wait  until  they  get  a  new  computer  system.  The 
department  plans  on  requesting  additional  funding  from  the  2001 
legislature  for  development  of  a  new  computer  system. 

The  department  should  modify  its  computer  system  to  accept  more 
than  one  character  in  the  page  field  or  explore  other  alternatives  to 
ensure  that  all  transactions  are  logged  and  deposited  on  the  day  they 
are  received,  in  accordance  with  state  law. 
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Recommendation  if! 

We  recommend  the  department's  Title  and  Registration 

Bureau  deposit  money  in  accordance  with  the  state  law. 


State  Compliance  ^^  reviewed  the  department's  compliance  with  certain  statutes 

governing  its  operations.  The  following  two  sections  discuss 
repealing  and  changing  laws  relating  to  the  Drug  Abuse  Resistance 
Education  (D.A.R.E.)  Program  and  crime  victims  compensation 
funding. 


DARE  Proeram  ^^  required  by  sections  44-2-701  through  44-2-705,  MCA,  the 

Montana  Board  of  Crime  Control  (board)  established  and 
administers  the  D.A.R.E.  Trust  Fund  account.   Section  15-30-158, 
MCA,  required  the  Department  of  Revenue  (DOR)  to  include  a 
voluntary  checkoff  for  the  D.A.R.E.  Program  on  income  tax 
returns.  DOR  is  also  responsible  for  collecting  the  revenue  for  the 
D.A.R.E.  Program  and  depositing  it  in  a  state  Special  Revenue 
Fund.  Sections  15-30-158  through  15-30-160,  MCA,  contain 
contingent  language  in  the  compiler's  comments  which  states  these 
laws  should  be  terminated  on  January  1  of  the  first  taxable  year 
following  the  two  immediately  preceding  taxable  years  in  which  the 
voluntary  checkoff  raises  less  than  $20,000  annually. 

We  reviewed  the  state's  accounting  records  for  fiscal  year  1993-94 
through  fiscal  year  1998-99  and  found  the  only  revenue  recorded  in 
the  trust  fund  account  was  $56  in  fiscal  year  1996-97.  Therefore, 
according  to  the  contingent  termination  clause  in  sections  15-30-158 
through  15-30-160,  MCA,  these  laws  have  terminated.  The 
checkoff  for  the  D.A.R.E.  Program  has  not  been  included  on  the 
state  income  tax  form  since  calendar  year  1993.  Since  the  checkoff 
is  not  included  on  the  state  income  tax  form,  the  D.A.R.E.  Program 
will  not  receive  any  more  checkoff  revenue  and  there  is  no  other 
state  funding  for  the  program.  The  board  should  work  with  the 
DOR  and  the  legislative  staff  responsible  for  codification  of  state 
law  to  repeal  these  laws  related  to  the  D.A.R.E.  Program. 
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Crime  Victims 
Compensation  and 
Assistance  Funding 


The  Board  of  Crime  Control  administers  a  Crime  Victims 
Compensation  and  Assistance  Program.  Section  53-9-109,  MCA, 
requires  18  percent  of  the  fines  assessed  by  the  highway  patrol  and 
bails  forfeited  to  be  deposited  in  a  state  Special  Revenue  Fund  for 
funding  of  the  Crime  Victims  Compensation  and  Assistance 
Program. 


Chapter  509,  Laws  of  1995,  changed  the  source  of  funding  for  the 
Crime  Victims  Compensation  and  Assistance  Program.  The 
revenue  received  from  fines,  penalties,  forfeitures,  and  fees  for 
crime  victims  benefits  is  now  deposited  in  the  General  Fund  rather 
than  the  crime  victims  state  special  revenue  account.  Since  the 
fines,  penalties,  forfeitures,  and  fees  are  no  longer  deposited  in  the 
special  revenue  account,  the  board  should  work  with  the  department 
to  seek  legislation  to  change  the  law  to  reflect  current  operations. 


Recommendation  #3 

We  recommend  the  department: 

iilk.         Work  with  legislative  staff  and  the  Department  of 
Revenue  to  remove  sections  15-30-158  through 
15-30-160  and  44-2-701  through  44-2-705,  MCA, 
related  to  the  D.A.R.E.  Program. 

B.         Seek  legislation  to  revise  or  eliminate  section 
53-9-109,  MCA,  related  to  the  Crime  Victuns 
Compensation  and  Assistance  Program. 
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Internal  Service  Funds 


In  accordance  with  section  17-8-101(6),  MCA,  we  reviewed  the 
rates  and  the  fund  equity  of  the  department's  two  Internal  Service 
Funds.  The  following  sections  disclose  our  findings. 


Agency  Legal  Services 
Bureau 


The  department's  Agency  Legal  Services  Bureau  (ALS)  operates  as 
an  Internal  Service  Fund  providing  requested  legal  services  to  state 
agencies.   From  fiscal  year  1994  through  fiscal  year  1997,  ALS 
routinely  billed  for  and  collected  less  revenue  than  the  costs  of  its 
operations.  The  imbalance  of  revenues  and  expenditures  created  a 
negative  fund  balance  of  approximately  $158,000  at  June  30,  1997. 
During  fiscal  years  1997-98  and  1998-99,  revenues  exceeded 
expenditures  and  the  negative  fund  balance  was  reduced  to  $87,000. 
ALS  continues  to  operate  by  using  interentity  loans  from  the 
Highway  Patrol  Retirement  Fund. 


The  department  requested  a  rate  increase  during  the  1997  session  to 
adjust  rates  and  expected  that  the  negative  fund  balance  would  be 
eliminated  by  the  end  of  fiscal  year  1998-99.  However,  the 
Legislature  approved  a  rate  that  was  less  than  the  department 
proposed.  Along  with  the  lower  rates,  the  Department  of  Justice 
experienced  unexpected  termination  pay  expenditures  for  one 
employee  of  approximately  $30,000.   Department  management 
plans  to  request  an  increase  in  fees  during  the  2001  Legislative 
Session.  Since  the  department  has  made  progress  in  reducing  its 
negative  fund  balance  and  has  a  plan  to  increase  fees,  we  make  no 
recommendation  at  this  time.  We  will  continue  to  monitor  ALS 
bureau  fees  in  future  audits. 


Bankruptcy  and  Collection 
Unit 


The  Bankruptcy  and  Collection  Unit  (unit)  provides  services  related 
to  bankruptcy  and  collections  due  the  state  based  on  requests  from 
state  agencies.   During  the  1997  Legislative  Session,  the  unit's 
funding  was  moved  from  the  General  Fund  to  an  Internal  Service 
Fund.  Management  Memo  2-98-4  says  when  an  Internal  Service 
Fund  is  created,  initial  fees  may  include  a  factor  to  establish  a 
60-day  operating  reserve.  The  department  used  historical  costs  and 
related  industry  rates  in  establishing  fees. 
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The  unit  had  fund  balances  of  $25,636  and  $25,579  at  the  end  of 
fiscal  years  1997-98  and  1998-99,  respectively.  The  operating 
reserves  were  78  days  at  fiscal  year-end  1997-98  and  91  days  at 
fiscal  year-end  1998-99.   Department  management  was  aware  of  the 
excess  reserve,  but  stated  that  cash  receipts  from  contingent  fee 
cases  are  not  predictable.  They  said  the  program  experienced  cash 
flow  shortages  in  each  fiscal  year.  Beginning  fiscal  year  1999- 
2000,  department  management  revised  the  rate  structure  which 
should  bring  the  fees  closer  to  costs  and  reduce  the  excess  reserve  in 
future  years.  Since  the  unit  is  relatively  new  as  an  Internal  Service 
Fund  and  the  department  is  monitoring  the  situation,  we  make  no 
recommendation  at  this  time.  We  will  continue  to  monitor  the  unit's 
operating  reserve  in  future  audits. 


Highway  Patrol 
Officers'  Retirement 
System 


Section  19-6-301,  MCA,  requires  all  members  of  the  Montana 
Highway  Patrol  to  belong  to  the  Highway  Patrol  Officers'  Retire- 
ment System  (HPORS).  The  retirement  system  is  funded  by  a 
combination  of  employer  and  employee  contributions.  The 
department  is  the  sole  employer  contributing  to  the  HPORS. 


During  fiscal  years  1997-98  and  1998-99,  the  state's  contribution  to 
HPORS  was  36.28  percent  of  the  total  compensation  paid  to 
HPORS  members.  Of  the  36.28  percent,  10. 18  percent  comes  from 
driver's  license  fees  and  the  remaining  26.10  percent  from  the 
highway  account,  which  is  funded  by  gasoline  and  diesel  fuel  taxes. 
A  portion  of  all  revenue  from  driver's  license  sales  (16.7  percent  for 
each  license  and  25  percent  for  duplicates)  is  required  to  be 
reserved  for  use  in  making  payments  to  HPORS.   Reserving 
16.7  percent  of  driver's  license  fees  for  use  in  paying  HPORS 
contributions  and  paying  10. 18  percent  of  total  compensation  of  the 
members  into  HPORS  results  in  either  a  rising  or  falling  fund 
balance  in  the  Special  Revenue  Fund.   Fund  balance  rises  if  the 
reserved  percent  of  driver's  license  sales  exceeds  the  amount 
required  to  be  paid  to  HPORS  (10.18  percent  of  total  compensation 
of  the  members).   Historically,  amounts  received  from  driver's 
license  sales  have  exceeded  the  amount  required  to  be  paid  to 
HPORS  resulting  in  the  accumulation  of  cash  and  fund  balance  in 
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the  Special  Revenue  Fund.  The  following  table  shows  the  fund 
balance  at  fiscal  year-end  for  the  last  nine  years. 


Table  1 

Accumulated  Fund  Balance 

in  Hiehwav  Patrol 

Retirement  Special  Revenue  Fund  Account 

Ending 

Fund 

Fiscal  Years 

Balance 

1990-91 

$  715,037 

1991-92 

803,736 

1992-93 

200,373* 

1993-94 

374,615 

1994-95 

564,998 

1995-96 

681,757 

1996-97 

768,025 

1997-98 

860,550 

1998-99 

1,048,306 

*      $750,000  transferred  to  the  General  Fund 

Source:    Compiled  by 

the  Legislative  Audit  Division 

from  SBAS. 

As  shown  above,  during  fiscal  year  1992-93,  the  department  was 
required  to  transfer  $750,000  of  the  increasing  fund  balance  to  the 
General  Fund.  By  fiscal  year-end  1998-99,  the  cash  and  fund 
balance  had  accumulated  to  over  $1  million.  The  fiscal  year  1995- 
96  and  1996-97  fund  balances  were  affected  by  a  change  in  driver's 
license  renewals.   Section  61-5-1 1 1,  MCA,  was  amended  by  the 
1995  Legislature  to  allow  issuing  of  driver's  licenses  with  eight-year 
expiration  dates.   The  fee  for  an  eight-year  license  is  $32,  doubling 
the  fees  annually  deposited  to  the  HPORS  Special  Revenue  Fund 
account  until  all  licenses  have  been  placed  on  an  eight-year  renewal 
cycle. 
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This  issue  was  discussed  in  the  last  three  audit  reports  as  a 
disclosure  issue.   This  issue  is  again  presented  for  disclosure 
purposes  to  allow  the  legislature  an  opportunity  to  consider  this 
issue.  We  do  not  make  a  recommendation  at  this  time. 
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LEGISLATIVE  AUDIT  DIVISION 

Scott  A.  Seacat,  Legislative  Auditor  ^^gs^^^v  Deputy  Legislative  Auditors: 

John  W.  Northey,  Legal  Counsel  rMljL  .i||ll|P'l  J'"i  Pellegnni,  Performance  Audit 


Ton  Hunthausen,  IT  &  Operations  Manager  v^tBnr^^l  James  Gillett,  Financial-Compliance  Audit 


INDEPENDENT  AUDITOR'S  REPORT 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  Schedules  of  Changes  in  Fund  Balances  &  Property  Held  in  Trust, 
Schedules  of  Total  Revenues  &  Transfers-In,  and  Schedules  of  Total  Expenditures  &  Transfers-Out  of 
the  Department  of  Justice  for  each  of  the  fiscal  years  ended  June  30,  1998  and  1999.  The  information 
contained  in  these  financial  schedules  is  the  responsibility  of  the  department's  management.   Our 
responsibility  is  to  express  an  opinion  on  these  financial  schedules  based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing  standards.  Those  standards 
require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about  whether  the  financial 
schedules  are  free  of  material  misstatement.   An  audit  includes  examining,  on  a  test  basis,  evidence 
supporting  the  amounts  and  disclosures  in  the  financial  schedules.   An  audit  also  includes  assessing  the 
accounting  principles  used  and  significant  estimates  made  by  management,  as  well  as  evaluating  the 
overall  financial  schedule  presentation.  We  believe  that  our  audit  provides  a  reasonable  basis  for  our 
opinion. 

As  described  in  note  1 ,  the  financial  schedules  are  presented  on  a  comprehensive  basis  of  accounting 
other  than  generally  accepted  accounting  principles.  The  schedules  are  not  intended  to  be  a  complete 
presentation  and  disclosure  of  die  department's  assets,  liabilities,  and  cash  flows. 

The  department  improperly  recorded  an  initial  resource  damage  mitigation  settlement  of  $15  million  as 
property  held  in  trust  instead  of  revenue  in  fiscal  year  1997-98.   As  a  result,  settlement  revenue  is 
understated  by  $15  million  on  the  Schedule  of  Changes  in  Fund  Balances  &  Property  Held  in  Trust  and 
the  Schedule  of  Total  Revenues  &  Transfers-In  for  fiscal  year  1997-98. 

In  our  opinion,  except  for  the  effects  of  the  matter  discussed  in  paragraph  four,  the  financial  schedules 
referred  to  above  present  fairly,  in  all  material  respects,  the  results  of  operations  and  changes  in  fund 
balances  of  the  Department  of  Justice  for  each  of  the  fiscal  years  ended  June  30,  1998  and  1999,  in 
conformity  with  the  basis  of  accounting  described  in  note  1 . 


espectfully  submitted. 


James  Gillett,  CPA 
Deputy  Legislative  Auditor 

January  21,  2000 
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PROGRAM  EXPENDITURES  S  TRANSFERS-OUT  BY  OBJECT 

Personal  Services 
Salanes 
Hourly  Wages 
Other  Compensation 
Employee  Benefits 
Personal  Services-Other 
Total 

Operating  Expenses 
Other  Services 
Supplies  &  Malenals 
Communications 
Travel 
Rent 
UtIliUes 

Repair  &  Maintenance 
Other  Expenses 
Total 

Equipment  &  Intangible  Assets 
Equipment 

Capital  Leases  -  Equipment 
Intangible  Assets 
Total 

Local  Assistance 
From  State  Sources 
Total 

Grants 
From  State  Sources 
From  Federal  Sources 
Total 

Benefits  &  Claims 
To  Individuals 
Total 

Transfers 
Accounting  Entity  Transfers 
Total 

Debt  Service 
Bonds 
Loans 

Installment  Purchases 
Total 

Total  Program  Expenditures  &  Transfers-Out 

PROGRAM  EXPENDITURES  &  TFIANSFERS-OUT  BY  FUND 

General  Fund 
Speaal  Revenue  Fund 
Internal  Service  Fund 
Total  Program  Expenditures  4  Transfers-Out 

Less       Nonbudgeted  Expenditures  &  Transfers-Out 

Phor  Year  Expenditures  &  Transfers-Out  Adjustments 
Actual  Budgeted  Expenditures  &  Transfers-Out 

Budget  Aulhonly 
Unspent  Budget  Authority 

UNSPENT  BUDGET  AUTHORITY  BY  FUND 

General  Fund 
Special  Revenue  Fund 
internal  Service  Fund 
Unspent  Budget  Authority 


Justice  System 

Legal  Services 

Agency  Legal 

Gambling  Control 

Motor  Vehicle 

Highway  Patrol 

Div  Of  Criminal 

County  Attorney 

Law  Enforcement 

Central  Services 

Justice  Infomi. 

Extradition  & 

Forensic  Saence 

Support  Service 

Division 

Services 

Division 

Division 

Division 

Investigation 

Payroll 

Academy  Div 

Division 

Systems  Div. 

Transp  Pnsoners 

Division 

Total 

s 

635.860 

1.150 
163.935 

$ 

1.973.418 

236 

455,538 

(1.311) 

2.427.881 

922.336 

$ 

598.366 

142.600 

18.743 

759.709 

105.575 

$ 

1.430.920 

477 
390.416 

$ 

3.145.778 

61,020 

1 

1.254.171 

$ 

7.714.091 
3.638.565 

S 

1.945.719 
546.721 

$ 

1.305.736 
196.229 

$ 

359.199 
95.915 

$ 

389.520 
99.079 

$ 

1.139.790 
288.731 

$ 

36.145 

$ 

1.007.393 
233.475 

$ 

21.645  790 

61.020 

1.864 

7.505.375 

17.432 

800,945 
189.075 

1,821,813 

105.028 

4,460.970 
1 .823.598 

11,352,656 

1.425.738 

2.492.440 
305,453 

1,501,965 
68 

455,114 

268,506 

488,599 
66.012 

1.428.521 

1,240,868 
55.264 

29.231.481 

1.230.305 

6.533.103 

38,835 

63.892 

8.584 

72.999 

184.821 

986.775 

215.148 

8B7 

112.087 

27.839 

121.658 

1,105 

388.314 

2.222.944 

35,803 

61.605 

9.299 

84.684 

487.771 

173.379 

105.744 

23.542 

6,985 

64.800 

19.724 

1.073.336 

54,641 

72.236 

6,411 

48.013 

79.075 

529.195 

127.592 

67.487 

5,177 

14.775 

80,143 

40.761 

1.125.506 

32.771 

98.040 

30.941 

157,423 
29 

459.209 
17.203 

219.772 
10.710 

147.757 
374 

5.804 
56.232 

19.670 

48,972 
11.918 

77.458 
13.167 

1.297.817 
109,633 

5,337 

12.920 

4.475 

26.266 

40.685 

318.521 

75.358 

54.426 

778 

18.903 

56.472 

614.141 

13,249 
369,711 

58.481 
1,289,510 

- 

4.734 

15.827 
510,269 

- 

19.155 
3,111,517 

115.193 
3.779.283 

120.682 
1,098.108 

709 

1,664 

3.203 
591,287 

- 

21,847 
148,308 

17.278 
1,528,609 

- 

74 
117,467 

32.478 
683,638 

— 

422.910 

170.019 

13.399.390 

7,390 

15.000 

3,629 
18,629 

69.841 

- 

1.968 

17.600 
19.568 

1 .322.934 

150,995 
8,800 

35,844 

4,350 
40,194 

46.038 
60.000 

403.498 

9.855 

81.827 

- 

2.053.508 

9.855 

176.206 

7,390 

69,841 
27,020,757 

1,322.934 

159,795 

106.038 

495.180 

2,239.569 

27.020.757 

27.020,757 

- 

27.020.757 

834,942 

834.942 

9,743,961 

9.743.961 

10,578,903 

- 

10.578.903 

582,376 

582,376 

582.376 

582.376 

2.604.012 

2.604.012 

- 

2.604.012 

71.825 

" 

2.604.012 
71.825 

12.265.971 

12.265.971 

1.791 

732 

(59) 

142.396 

9.001 

33.170 

3,526 

190.557 

- 

12.267.762 

_ 

732 

(59) 

. 

142.396 

80,626 

33.170 

3,526 

— 

12.528.353 

$ 

12,339.325 

$ 

18,607,794 

$ 

930.460 

$ 

29.422,621 

$ 

7,734,451 

$ 

16,454.873 

$ 

3,750,343 

$ 

1,503,629 

$ 

1,127,227 

$ 

677,101 

$ 

3,096,338 

$ 

117,467 

$ 

2.423,212 

i 

98.184.841 

$ 

2.123.615 
10.215.710 

$ 

2.147.581 

16.358.396 

101.817 

18.607.794 

$ 

930.460 
930.460 

$ 

490.707 
28.931.914 

$ 

7.377.195 
357,256 

$ 

16.454.873 

$ 

1,976.586 
1,773.757 

$ 

1 .503.629 

$ 

1.014.472 
112.755 

$ 

229.454 

436.207 

11.440 

677.101 

$ 

2.000.559 
1.095.779 

$ 

117.467 

S 

1.626.897 
796.315 

s 

20.608,162 

76.532,962 

1.043.717 

12.339,325 

29.422.621 

7,734,451 

16.454.873 

3.750.343 

1,503,629 

1.127.227 

3.096.338 

117,467 

2.423.212 

98.184.841 

10.601,702 

18.743 

9.855 

10.630.300 

4.280.227 

- 

5.044 
906.673 

(133.115) 
29.555.736 

- 

1,066 
7.733.385 

(77.155) 
16.532.028 

5.890 
3.744.453 

384 
1.126.843 

2.048 
675.053 

(3.274) 
3.099.612 

(14.363) 

(990) 

- 

4.065,762 

12.339.325 

3.725.865 

1.503.629 

131.830 

2.414.347 

83.488.779 

13.780.538 

4.066.252 

930.236 

30.721.911 

7,833.756 

17.324.700 

3.810.895 

1.504.314 

1.209.698 

836.931 

3.677.306 

162.145 

2.443.734 

88.302.416 

s 

1.441.213 

$ 

340.387 

$ 

23,563 

$ 

1.166.175 

$ 

100.371 

$ 

792.672 

$ 

66.442 

$ 

685 

$ 

82,855 

$ 

161,878 

$ 

577.694 

$ 

30,315 

$ 

29,387 

$_ 

4.813,637 

$ 

17.340 
1.423.873 

$ 

106.166 
208.534 

$ 

92 

1.166.083 

$ 

72.357 
28.014 

$ 

792,672 

$ 

5.924 
60.518 

$ 

685 

$ 

48.200 
34.655 

$ 

5.293 

156.577 

$ 

13.803 
563.891 

$ 

30.315 

s 

8.250 
21.137 

$ 

308425 
4.455  954 

$; 

25.687 
340.387 

$ 

23,563 
23,563 

$ 

$ 

$ 

$ 

$ 

*^ 

$; 

8 
161.878 

$ 

$; 

$~ 

$~ 

49.258 

$ 

1,441.213 

1.166,175 

100.371 

792.672 

66.442 

685 

82.855 

577,694 

30.315 

29,387 

4.813.637 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  AccounUng  System  (SBAS)  without  adjustments   Additional  information  is  provided  in 
the  notes  to  the  finanaal  schedules  beginning  on  page  A-1 1 
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DEPARTMENT  OF  JUSTICE 

SCHEDULE  OF  TOTAL  EXPENDITURES  AND  TF{ANSFE_RS-OUT 

EOR  TH£_ELS£AL  Y£AR  ENDED  JUNE  30^.1998 


PROGRAM  EXPENDITURES  &  TRANSFERS-OUT  BY  OBJECT 

Personal  Services 
Salanes 
Hourly  Wages 
Other  Compensation 
Employee  Benefits 
Pergonal  Services-Other 
Total 

Operating  Expenses 
Other  Services 
Supplies  &  Matenals 
Communications 
Travel 
Rent 
Utilities 

Repair  &  Maintenance 
Other  Expenses 
Total 

Equipment  &  Intangible  Assets 
Equipment 

Capital  Leases  -  Equipment 
Intangible  Assets 
Total 

Local  Assistance 
From  Stale  Sources 
Total 

Grants 
From  Stale  Sources 
From  Federal  Sources 
Total 

Benefits  &  Claims 
To  Individuals 
Total 

Debt  Service 
Bonds 

Installment  Purchases 
Total 

Total  Program  Expenditures  &  Transfers-Out 

PROGRAM  EXPENDITURES  A  TRANSFERS-OUT  BY  FUND 

General  Fund 
Speaal  Revenue  Fund 
Internal  Service  Fund 
Expendable  Trust  Fund 
Total  Program  Expenditures  &  Transfers-Out 

Less       Nonbudgeted  Expenditures  &  Transfers-Out 

Pnor  Year  Expenditures  &  Transfers-Out  Adjustments 
Actual  Budgeted  Expenditures  &  Transfers-Out 

Budget  Authonty 
Unspent  Budget  Authority 

UNSPENT  BUDGET  AUTHORITY  BY  FUND 

General  Fund 
Speaal  Revenue  Fund 
Intemal  Sen/ice  Fund 
Expendable  Trust  Fund 
Unspent  Budget  Authonty 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System  (SBAS)   Additional  infomation  is  provided  in 
the  notes  to  the  financial  schedules  beginning  on  page  A-1 1 


Justice  System 

Legal  Services 

Agency  Legal 

Gambling  Control 

Motor  Vehicle 

Highway  Patrol 

Div  of  Chminal 

County  Attorney 

Law  Enforcement 

Central  Services 

Justice  Inform 

Extradition  & 

Forensic  Science 

Support  Service 

Division 

Services 

Division 

Division 

Division 

Investigation 

Payroll 

Academy  Div. 

Division 

Systems  Div, 

Transp  Pnsoners 

Division 

Total 

t                630,070 

$ 

1.887.901 

$ 

579,773 

$ 

1.418.626 

$ 

3,228.617 
75,606 

S 

7.783.775 

$ 

1,978,344 

$ 

1,275,297 

$ 

349,866 

$ 

351,276 

$                977.635 

$ 

934.189 

$ 

21.395  369 
75.606 

1,175 

413 

487 

1 

2.076 

158,691 

434,601 

2,823 

2,325,738 

136,164 
(20.190) 
695.747 

109,549 

379.029 

1,247,117 

3.551,178 

546,099 

215,064 

97,191 

- 

88,798 

246,556 

$ 

32.136 

- 

217,077 

7.317.565 
(17.367) 

789,936 

1.798.142 

113.216 

4.551.341 
1.832,631 

11.334.953 

1,183.584 

2.524.443 

311,205 

1,490,361 
3,017 

447.057 

440.074 

133,551 

1,224,191 
928,141 

1.151.266 

57,336 

28.773.249 

190,257 

1,171,223 

272.325 

6.338.171 

67,090 

91.933 

18,243 

79.202 

345.355 

990.622 

206,100 

107,713 

52,449 

41,092 

235 

195.206 

2.195.240 

37,021 

74,885 

10,544 

91.764 

561.294 

153.557 

1 1 1 ,463 

26,239 

9.412 

50,645 

22.591 

1.149.415 

56,036 

68.200 

8.022 

55.510 

85.384 

505.909 

141,743 

79,779 

2.247 

11,146 

139,817 

36.566 

1.190.359 

31,380 

98.154 

29,223 

141.131 
25 

340.658 
19,521 

164.591 
19.471 

139,720 

7 

3,402 
56,754 

19.460 

44,081 
13.974 

83.535 
12.449 

1.095  335 
122.201 

6.506 

13,527 

4,418 

38,793 

62,235 

332.638 

52,562 

32,016 

8,286 

26.334 

44.348 

621.663 

16,526 

56.858 

3,056 

14,857 
534.498 

12,249 

16.045 
3,263.123 

143,940 

117,390 
3.467.762 

1,286,360 

142,321 
1.105,121 

76,541 

5.672 
583,900 

35,600 

10,774 
236,179 

16.777 
1.132,190 

- 

26,655 
478.686 

— 

428.931 

404,816 

1,576.780 

676 

183.055 

(10,539) 

3.017 

172.188 

13.141.315 

7,294 

251,621 

1.803,742 

158,354 

158.354 

- 

- 

14,158 

- 

14.158 

676 

(10.539) 

12.249 

316.452 

1.286.360 

76.541 

35.600 

7,294 

251.621 

-— 

1.976.254 

26.760,756 

z 

26.760,756 

26,760,756 

26,760.756 

740,845 

740,845 

7,029,962 

7,029,962 

7,770,807 

— 

7,770,807 

773.000 

773.000 

773.000 

2.048 
2.048 

704 
704 

155.477 
155.477 

2.146 
2.146 

74,490 

6.491 

80.981 

31,445 
31.445 

773.000 

74,490 
198.311 
272.801 

9.738,559 

$ 

3.905.242 

*_ 

868.967 

$ 

29.105.645 

*- 

8.286.393 

$ 

16.089.075 

*. 

3.708,251 

*. 

1.493.378 

$ 

1.147.538 

*. 

676,253 

$             2.395.120 

$ 

172.188 

$ 

1.881.573 

J_ 

79,468.182 

2.060.105 

$ 

2,238,869 

$ 

454,934 

S 

7,800,340 

$ 

1,973,351 

$ 

1,493,378 

$ 

994,520 

$ 

238,262 

$              1,931,992 

$ 

172,188 

$ 

1,411,174 

s 

20,769,113 

7,678,454 

1,547,965 
118,408 

$ 

868.967 

28,358.069 

486,053 

$ 

16.089,075 

1 ,734,900 

153.018 

427,488 
10,503 

463,128 

470,399 

57,408,549 
997,878 

292,642 

- 

- 

292,642 

9,738.559 

3.905.242 

868,967 

29,105,645 

8,286,393 

16,089,075 

3,708,251 

1,493,378 

1.147,538 

676,253 

2,395,120 

172,188 

1.881,573 

79,468,182 

7.553 

(26,831) 

158,354 

139,076 

(94,642) 

- 

7.066 
3.890.623 

- 

1,983 
893,815 

312,378 

- 

4,410 
8,123,629 

(244,413) 

24,014 

9,174 

4,021 
1,143,517 

(118) 

(521) 

7.601 
164.587 

4.037 
1,877.536 

— 

34.990 

9,833,201 

28,793,267 

16,333,488 

3,684,237 

1,484,204 

676,371 

2,395,641 

79.294.116 

11,404,945 

J 

5.336.369 

$' 

920,495 

$ 

30,310,357 
1,517,090 

$' 

8,193,975 
70,346 

$' 

16,561,311 
227,823 

$ 

3.867.299 
183.062 

$ 

1,485,352 
1.148 

$ 

1.175.079 
31.562 

$ 

805,277 
128,906 

2,938,978 
$                543,337 

$ 

164.587 
0 

$ 

2.034,498 

$~ 

85,198.522 

1.571.744 

1.445.746 

26.680 

156,962 

5.904,406 

8,946 

$ 

185.455 

i 

14,621 

$ 

70,346 

$ 

5,849 

$ 

1,148 

$ 

11,353 

$ 

3.065 

$                        517 

S 

0 

$ 

785 

s 

302,085 

1,562,798 

1,249,783 

1.502.469 

$ 

227,823 

177,213 

20,209 

125,739 

542,820 

156,177 

5,565,031 

$" 

10.508 

$ 
$3 

26.680 

$; 

1.517.090 

'I 

$; 

$; 

*: 

$; 

$ 

102 

$; 

$: 

$~ 

37790 
0 

1.571.744 

1.445.746 

26.680 

70.346 

227.823 

183.062 

1.148 

31.562 

128,906 

$                543.337 

0 

156.962 

5.904.406 
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Notes  to  the  Financial  Schedules 


Summary  of  Significant 
Accounting  Policies 


Basis  of  Accounting 


The  department,  consisting  of  the  Department  of  Justice  and  Board 
of  Crime  Control,  uses  the  modified  accrual  basis  of  accounting,  as 
defined  by  state  accounting  policy,  for  its  Governmental  and 
Agency  Funds.   In  applying  the  modified  accrual  basis,  the 
department  records: 


Revenues  when  it  receives  cash  or  when  receipts  are  measur- 
able and  available  to  pay  current  period  liabilities. 

Expenditures  for  valid  obligations  when  the  department  incurs 
the  related  liability  and  it  is  measurable,  with  the  exception  of 
the  cost  of  employees'  annual  and  sick  leave.  State  accounting 
policy  requires  the  department  to  record  the  cost  of 
employees'  annual  leave  and  sick  leave  when  used  or  paid. 

The  department  uses  accrual  basis  accounting  for  its  Proprietary 
Funds.   Under  the  accrual  basis,  as  defined  by  state  accounting 
policy,  the  department  records  revenues  in  the  accounting  period 
earned  when  measurable  and  records  expenses  in  the  period 
incurred,  when  measurable. 

Expenditures  and  expenses  may  include  entire  budgeted  service 
contracts  even  though  the  department  receives  the  services  in  a 
subsequent  fiscal  year;  goods  ordered  with  a  purchase  order  before 
fiscal  year-end,  but  not  received  as  of  fiscal  year-end;  and 
equipment  ordered  with  a  purchase  order  before  fiscal  year-end. 


Basis  of  Presentation 


The  financial  schedule  format  is  in  accordance  with  the  policy  of  the 
Legislative  Audit  Committee.  The  financial  schedules  are  prepared 
from  the  transactions  posted  to  the  Statewide  Budgeting  and 
Accounting  System  (SBAS)  with  adjustment  for  the  Gambling  Fee 
and  Tax  Distribution.   We  reclassified  prior  year  Gambling  Division 
activity  from  an  Agency  Fund  to  an  Expendable  Trust  Fund  for 
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Notes  to  the  Financial  Schedules 


financial  schedule  presentation  for  fiscal  year  1997-98.  See  note  6 
for  additional  information. 

Accounts  are  organized  in  funds  according  to  state  law.  The 
department  uses  the  following  funds: 


Governmental  Funds 


General  Fund  -  to  account  for  all  financial  resources  except  those 
required  to  be  accounted  for  in  another  fund. 


Special  Revenue  Fund  -  to  account  for  proceeds  of  specific  revenue 
sources  legally  restricted  to  expenditures  for  specific  purposes. 
Department  Special  Revenue  Funds  include  accounts  for  Highway 
Patrol  operations,  collection  of  gambling  taxes,  and  federal  financial 
assistance. 


Proprietary  Funds 


Internal  Service  Fund  -  to  account  for  providing  goods  or  services 
to  other  agencies  or  departments  on  a  cost-reimbursement  basis. 
The  department  Internal  Service  Funds  include  the  Agency  Legal 
Services  Bureau  which  provides  requested  legal  services  for  other 
state  agencies,  and  the  Bankruptcy  and  Collection  Unit  which 
provides  bankruptcy  and  collection  services  to  state  agencies. 


Fiduciary  Funds 


Trust  and  Agency  Funds  -  to  account  for  assets  held  by  the  state  in 
a  trustee  capacity  or  as  an  agent  for  individuals,  private  organiza- 
tions, other  governments,  or  other  funds.  The  department  has  one 
Agency  Fund,  the  Highway  Patrol  Seized  Cash.  The  Expendable 
Trust  Fund  includes  prior  year  gambling  activity  in  fiscal  year 
1997-98. 


2. 


General  Fund  Balance 


The  department  does  not  have  a  separate  General  Fund  since  its 
only  authority  is  to  pay  obligations  from  the  statewide  General  Fund 
within  its  appropriation  limits.  The  department's  total  assets  placed 
in  the  fund  exceed  outstanding  liabilities,  resulting  in  positive  ending 
General  Fund  balances  for  each  of  the  two  fiscal  years  ended 
June  30,  1998,  and  June  30,  1999. 
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Notes  to  the  Financial  Schedules 


Natural  Resource  Damages 


The  department  records  state  resources  received  as  a  result  of  a 
lawsuit  with  ARCO  in  its  Natural  Resource  Damages  Litigation 
Program.   The  subject  of  the  suit  is  the  pollution  of  the  upper  Clark 
Fork  drainage  by  mining  and  smelting  wastes.   The  suit  was  funded 
with  coal  severance  tax  moneys  loaned  from  the  Coal  Tax  Trust 
Fund  by  the  state's  Board  of  Investments.   The  department  received 
$15  million  from  ARCO  on  June  26,  1998,  to  defray  the  state's 
litigation  costs.   The  money  was  incorrectly  recorded  as  property 
held  in  trust  in  fiscal  year  1997-98.   During  fiscal  year  1998-99,  the 
department  properly  recorded  the  money  as  prior  year  revenue  in 
the  Special  Revenue  Fund.   The  department  repaid  its  coal  tax  loan 
in  fiscal  year  1998-99.  The  loan  principal  was  $9,816,206;  current 
year  interest  was  $212,103;  and  prior  year  interest  was  $2,237,662. 


Cash  Transfers-In 


These  amounts  account  for  the  majority  of  the  cash  transfers-in 
shown  in  the  Schedules  of  Changes  in  Fund  Balances  &  Property 
Held  in  Trust.  The  operations  of  the  Montana  Highway  Patrol  are 
funded  from  gasoline  and  diesel  fuel  tax  receipts.  The  money  used 
to  pay  these  costs  is  collected  by  the  Department  of  Transportation 
and  recorded  as  revenue  to  the  state  at  the  time  of  collection.  To 
avoid  recording  revenue  on  the  state's  accounting  records  twice,  the 
state's  accounting  system  records  the  funds  transferred  to  the 
Department  of  Justice  as  a  cash  transfer-in.  Total  cash  transfers-in 
for  the  Highway  Patrol  account  were  $15,457,637  in  fiscal  year 
1997-98  and  $15,524,979  in  fiscal  year  1998-99. 


Cash  Transfers-Out 


The  department's  Motor  Vehicle  Division  and  Gambling  Division 
collect  revenue  and  deposit  the  money  in  the  General  Fund.  They 
have  General  Fund  appropriation  authority  to  cover  the  cost  of 
operations.   The  revenue  collected  exceeds  the  appropriation 
authority  for  these  two  divisions.  The  majority  of  cash  transfers-out 
shown  in  the  Schedule  of  Changes  in  Fund  Balances  &  Property 
Held  in  Trust  for  each  of  the  two  fiscal  years  ended  June  30,  1999, 
is  the  amount  by  which  the  department's  revenue  exceeded  its 
expenditures  in  the  state's  General  Fund. 
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Expendable  Trust  Fund  The  prior  year  Gambling  Division  activity  reported  in  the 

Expendable  Trust  Fund  for  fiscal  year  1997-98  is  recorded  on  the 
state's  accounting  records  in  an  Agency  Fund.  The  current  year 
Gambling  Division  activity  is  properly  reported  in  the  Special 
Revenue  Fund  on  the  accompanying  financial  schedules  and  on  the 
state's  accounting  records  for  fiscal  years  1997-98  and  1998-99. 
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ATTORNEY  GENERAL 

STATE  OF  MONTANA 


Joseph  P.  Mazurek 
Attorney  General 


Department  of  Justice 
215  North  Sanders 
PO  Box  201401 
Helena,  MT     59620-1401 


March  10,2000 


Mr.  Scott  Seacat 
Legislative  Auditor 
Legislative  Audit  Division 
P.O.  Box  201705 
Helena,  MT  59620-1705 

Dear  Scott: 

The  staff  of  the  Department  of  Justice  and  I  wish  to  express  our  appreciation  for  the 
manner  in  which  your  staff  conducted  the  Financial  Compliance  Audit.  They  were  very 
considerate  of  our  workload  requirements,  and  even  delayed  the  majority  of  the  audit  to  a 
date  that  was  less  disruptive  to  staff. 

Following  are  the  responses  of  the  Department  of  Justice  to  the  audit  recommendations 
presented  in  your  audit  report  covering  fiscal  years  1 998  and  1 999. 


QUALIFIED  OPINION 

I  strongly  object  to  the  qualified  opinion  issued  by  the  Legislative  Audit  Division  and 
disagree  with  its  basis.  In  late  June  1998,  one  week  after  ARCO  and  the  state  executed 
the  proposed  Consent  Decree,  the  state  received  a  payment  of  $15  million  (plus  interest) 
to  reimburse  the  state  for  its  legal  and  technical  costs  incurred  to  support  the  lawsuit 
through  December  31,  1997.  At  that  time,  we  were  advised  by  our  lead  attorney  for  the 
lawsuit  that  these  funds  should  not  be  considered  the  permanent  property  of  the  state 
pending  the  outcome  of  the  required  public  comment  period  and  the  resulting  state's 
response. 

In  accordance  with  that  legal  advice  and  after  consulting  with  the  Accounting  Bureau  of 
the  Department  of  Administration,  the  decision  was  made  to  record  the  funds  as  property 
held  in  trust,  rather  than  revenue.  To  do  otherwise  would  have  placed  the  state  in 
violation  of  the  settlement  agreement  which  required  that  we  be  prepared  to  repay  the  Mr. 
funds  to  ARCO  within  1 5  days,  with  interest,  in  the  event  the  state  decided,  based  on  the 
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public  comment,  to  withdraw  from  the  settlement.  Had  the  funds  been  placed  in  an 
unrestricted  account,  such  repayment  would  have  been  impossible  without  an 
appropriation  by  the  Legislature.  It  also  would  have  put  the  state  in  the  position  of 
presuming  the  outcome  and  trivializing  the  public  participation  process.  The  decision  to 
move  forward  with  the  settlement  (after  considering  the  public  comment)  was  not  made 
by  the  state  until  September,  1998.  This  decision  was  formalized  in  the  state's  October  1, 
1998  submission  to  the  Court. 

The  Department  of  Justice  acted  appropriately. 


RECOMMENDATION  #1 

WE  RECOMMEND  THE  DEPARTMENT  IMPLEMENT  A  MONITORING 
PROCESS  TO  ENSURE  INTERNAL  CONTROLS  ARE  FOLLOWED  IN  THE 
MOTOR  VEHICLE  RECORDS  SECTION. 

The  department  concurs.  The  Motor  Vehicle  Division  has  already  taken  steps  to  address 
this  issue.  Procedures  have  been  updated  and  employees  have  received  the  necessary 
training,  the  supervisor  will  do  regular  random  audits  and  those  audits  will  be  reviewed 
quarterly. 


RECOMMENDATION  #2 

WE  RECOMMEND  THE  DEPARTMENT'S  TITLE  AND  REGISTRATION 
BUREAU  DEPOSIT  MONEY  IN  ACCORDANCE  WITH  THE  STATE  LAW. 

The  department  concurs.  The  Motor  Vehicle  Division  will  request  the  necessary 
computer  programming  change.  Until  that  can  be  accomplished,  other  solutions  within 
the  current  program  will  be  explored. 


ly  yours. 


.  MAZORE' 
ey  General 

jpm/slb 

cc:        JanDee  May 
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STATE  OF  MONTANA 

DEPARTMENT  OF  JUSTICE 

BOARD  OF  CRIME  CONTROL 

3075  N  Montana  Ave  -  PO  Box  201408  -  Helena,  MT  59620-1408 

Joseph  P.  Mazurek  /MJ|^=^  Phone  (406)444-3604 

Attorney  General  /^M\a      '-^^  '^^^  (406)444-4722 

March  7,  2000 

Mr.  Scott  A.  Seacat  ' 

Legislative  Auditor 

Office  of  the  Legislative  Auditor 

P.O.  Box  201705  616  Helena  Avenue  MA,R     S  •  .  .1 

Helena  MT  59620-1705 


Dear  Mr.  Seacat: 

Our  response  to  the  recently  completed  audit  is  as  follows: 

RECOMMENDATION  #3 

A.  Work  with  the  legislative  staff  and  the  Department  of  Revenue  to  remove  sections  15- 
30-158  through  15-30-160  and  44-2-701  through  44-2-705,  MCA,  related  to  the 
D.A.R.E.  Program. 

B.  Seek  legislation  to  revise  or  eliminate  section  53-9-109,  MCA,  related  to  the  Crime 
Victims  Compensation  and  Assistance  Program. 

OUR  RESPONSE 

The  Agency  concurs.    MBCC  will  coordinate  with  Legislative  Services  Division  and  the 
Department  of  Revenue  to  seek  legislation  repealing  the  laws  relating  to  the  D.A.R.E. 
Program  and  revise  or  repeal  53-9-109,MCA,  related  to  the  Crime  Victims  Compensation  and 
Assistance  Program.    The  legislation  will  be  prepared  for  and  submitted  during  the  next 
legislative  session. 

My  staff  and  I  would  like  to  thank  you  and  your  staff  for  the  professional  and  courteous 
manner  in  which  the  audit  was  performed. 


Sincerely  yours, 


Ellis  E.  Kiser 
Executive  Director 
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